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Thomas D. Pitts
Claims Supervisor
Reinsurance Ceded and Run-off Division
Highlands Insurance Group
103 70 Richmond Ave.
Houston, Texas 77042-4123

Re: Potential Claim for Environmental Damage in the
Coeur d'AIene Basin, Northern Idaho

Insured: Group R Co., Inc.
Claim Nos.: 662990 through 662994

Dear Mr. Pitts:

Thank you for your letter of December 4, 1997, in which you acknowledge notice
of the above-referenced claims. Our responses to the requests contained in your letter follow:

1. Correspondence received from the EPA or other parties; Enclosed is a
copy of Group R Co., Inc.'s written response to the USEPA's 104(e) Request for Information. If
you wish to receive copies of the documents included with that response, please contact me or
Michael Lichtenstein of this office.

2. Progress of the remediation projects; This matter is in its preliminary
stages. It is Group R's understanding that a number of removal actions have been conducted
pursuant to two AOCs. Group R has not been asked to participate, and in fact has not
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participated, in those efforts and we do not have specific information regarding those efforts at
this time. If we obtain any additional information, we will forward it to you.

3. The costs of remediation involved and Group R's share of such costs;
As this matter is still in the preliminary stages, no formal or official estimate of damages has
been provided to us, nor have we been provided with a formal estimate of Group R's share of
damages, if any. The United States Department of Justice has advised us informally, however,
that the total clean-up costs and Natural Resource Damages associated with the Coeur d'Alene
Basin in Northern Idaho could reach two billion dollars ($2,000,000,000).

We will continue to keep you updated with respect to the progress of this matter.

If you have any questions, or require any additional information, please do not
hesitate to contact me or Michael David Lichtenstein of this office.

Very truly yours,

jdcwtj
David M. Wissert

DMW:dmw
Enclosures
cc: Michael David Lichtenstein, Esq. (w/o encl.)
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